








, é Tobacco Company 


G. H. Moulton 

Key Account Manager 

6500 Jericho Turnpike, Suite 207 
Commack, New York 11725 


February 13, 1998 
To: Mr. Mark Young 
Subject: Salem Cigars 
Dear Mark: 


The entry into the cigar business should be a real challenge and interesting. After speaking with a few of 
the direct accounts I can comment and recommend the following: 


1. The $7.00 per box for promotion and introduction appears to be on target. The portion 
allocated to the jobber sales force and retail display should be enough incentive to place a 
display. 


2. The mark up from Wholesale to Retail (8%) appears to be below market area margins. This 
should be increased to 14% to 22%. The mark up from Retail to Consumer (40%) is consistent 
with information I have received but can go as high as 60%. 


The incentives paid to Direct Accounts should only be made if sold to RETAIL (give 

the direct account $1.00 but not the other $6.00) when sold to sub jobbers. This would 

reduce the incentive for a jobber to sell extra product to sub jobbers where it could sit in 
a warehouse. 


3. Sub jobbers........ 


This class of trade could be of assistance, however, I would only offer the program to 
the accounts that have effectively worked DPC. I recommend the $6.00 ($3 for 
selling / $3 for retail display) be offered to the true sub jobber partners, 


Another consideration is the customer base of sub jobbers......If they are low volume 
and sell primarily Phillies and White Owl, would we be over priced for the market @ 
$3.50 - $4.50 per cigar? 


4. I would recommend we look to the Green Team and the organization working the Bar 
Program to place the brands in the Clubs and Bars that are our target market. Another target 
could be Cigar Clubs in New York. 


If you have any questions please give me a call. 





Sincerely, 


George 


George Moulton 


LOZ? cPats 





